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Re: Ex Parte Notice in MB Docket No. 02-277 

Dear  Ms. Senecal: 

On March 26th 2003, The Writers Guild of America, west inet with Stacy Robinson, Mass Media 
I ,ep l  Advisor. Federal Commt~nications Commission; with Commission Kevin Martin; with 
Commissioner John Adelstien; and 011 March 27th with Chairman Michael Powell to discuss the Biennial 
Regulatory Review of the Commission’s Broadcast Ownership Rules. 

In each of these meetings, representatives of the Writers Guild of  America; Victoria Riskin, 
President, David Rintels, Member WGA, Cynthia Tripodi, Director and Robert Hadl, Consultant 
explained their concern about media consolidation. The Writers Guild of America, west opposes pending 
rule changes tliat would negatively impact American entertainment, 8,500 Guild members and the entire 
production marketplace. The Guild opposes the lifting of cable ownership caps and the Dual Network 
Rule that restricts one company form owning two national networks. The Guild supports the adoption of 
a rule to protect tlie interests of the American people by requiring diversity and open competition in the 
television marketplace. 

More channels does not mean more choices 

Since 1992 the number of prime time shows produced by the major networks increased froin 15% 
to 77%. 

Of tlie 230 cable programs services cited by the FCC as an example of diversity, only 91 reach 
enough lioines to be considered “major” network and a full 80% of are owned by 6 corporate 
entities; Viacom, Disney, News Corporation. General Electric, AOL Time Warner. 

Diverse voices unheard a n d  entrepreneurs a r e  shut  out 

Different political, ethnic and cultural v i e w  are significantly diminished as tlie number of 
producers, each with a uniqtie point of view, disappears. 

‘I‘hoiisands ofjobs nave been lost in  the entertainment industry as small and imediutn size 
entrepreneurs are squeezed out of business by consolidation 

Fewer programming choices for children could be a result of further media deregulation 
according to prominent public health and media research organizations. 
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Pursuant to Section 1.1206(b) of the Commission’s rules, 47 C.F.R. 5 1.1206(b), a copy 
of this letter is being filed electronically today. Also attached are documents reviewed during the 
meetings. If you have any questions, do not hesitate to contact me. 

Sincerely, e 
Cynthia Tripod;, Director 



Returning Ollgopoly of Media Content Threatens Cable’s Power 
Tom Wohm 
Mark Mackende 

Early sgns suggest classic content oligopoly may be re-emqmg - PIVQ or fewer programmers may leverage locallnahonal content 
versus big cable 

SEE THE LAST PAGE OF THIS REPORT FOR IMPORTANT DISCLOSURES 



Returning Oligopoly of Media 
Content Threatens Cable's Power 

Overview 
Common wisdom these days has the consolidated cable 
companies, particularly Comcast, taking a commandin8 
lead in the age-old leverage battle with programmers, 
Supposedly this will give cablepee rein to d h  dorun 
pn'ces paid for content. On the contrmy, a strong prc- 
gramming oligopoly i s  beginning to re-emerge. This is 
permitting a three-pronged pincer movement that com- 
bines a surprising growth in control of rational wntent 
with consolidated &le's unintentional increase in its 
exposure to powerful local retransmission consent re- 
quirements. The grmuth in wntent power m'll be addi- 
tionally enabled by new consumer hardware and high- 
speed networks to the home. Commt ($25) now must 
gain retransmission agreements cowring 55 stations 
mined and operated by the lmgesf programmers, ulho, 
together with AOL, controlled w e  than 70% of the 
prime-time viewing in December. This number would 
increase to 85% ifindependent and joint-venture serp 
ices are consolidated with the big Jive - a likely event 
o m  the next fkw year$ as weaker cable networks are 
hammered on price. At that p in t ,  Jive pmgram'ng 
giants would split roughly the same number of rating 
points controlled by ABC, CBS and NBC during teleDi- 
sion's "golden age." A&nally, the introduction of 
in-home networks and servers, coupled with the m l u -  
tion of unbundled routesfor content into the home, sug- 
gest that the implication of these changes may go fm 
beyond the pr'ce paid to programmers. Going finward, 
the programmers' power threatens cable's ability to 
maintain the value of its '2rundle" and eventually may 
shift it to "dumb pipe" status, devoid of the upside from 
intellectual proper&. 

Part I: Programming Power Grows 
The subject of this Long View is leverage - whether 
content or distribution can get an edge on one an- 
other going forward and, if content can get an 
edge, does that threaten cable's historic ability to 
bundle content and transport at a h&h-margin 
markup. Our view is that big-content is slowly 
gaining an edge, even as cable consolidates. That 
edge comes from a combination of local and na- 
tional distribution and from evolution in the con- 
sumer electronics area. 

Programming Oligopoly Reforming: A study 
of the December ratings from Nielsen Media sug- 
gests that we are beginning to see a rebuilding of 
the old programming oligopoly when cable and 
broadcast network and station viewing are con- 
sidered. Tn December, Viacom ($37) controlled 
about 22% of prime-time viewing through its 
broadcast and cable networks. Disney ($17) con- 
trolled 18%, while News Corp. ($25), NBC and 
AOL ($10) were each in the 10-12% range. To- 
gether, the five companies controlled about a 75% 
share of prime-time viewing, not including their 
nonconsolidated partnerships like A&E, Court TV 
and Comedy Central. 

Exhibit 1 shows what we found to be a major 
disconnect, at feast for us, in perception and reality. 
Column (a) shows classic prime-time viewership 
during television's "golden age," when three net- 
works split an average of 57% of the television 
households (ratings). Last season ABC, CBS and 
NBC split about 23%, as seen in column (b). But if 
the viewing of all properties owned by the parent 
companies - Disney, NBC and Viacom - is to- 
taled, those companies now directly control televi- 
sion sets in over a third of the TV households. Add 
AOL, Pox and networks likely to see consolidation 
over the next few years (Discovery, A&E, EW 
scripps, etc), and five companies or fewer would 
control roughly the same percentage of TV house- 
holds in prime time as the three nets did 40 years 
ago. The programming oligopoly appears to be in a 
pmcess of rebirth. 
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Increased Retrans Exposure: In another sur- ComcasYs historic approach has been to avoid 
prising twist, the consolidation of the cable i n d w  lugh-profile conflicts. Just how highprofile re- 
try has actually left the largest cable company, transmission consent conflicts can be is recalled 
Corncast, more exposed to the leverage of the hug- from 2000 when then Time Warner Cable took the 
est programmers, as thew local television stations ABC stat~ons off in New York and other mapr 
can further exploit the need for the cable company markets for a day before the company was ma- 
to gain permission to retransmit the local signals. fied in Washington and other media. The lesson: 
The inuth resulting from cotzsolidation is working the more exposed cable companies are to high- 
against Comcusf. In 23 of the top 26 television mar- quality local television stations owned by the major 
kets covering half the population of the United programmers, the more leverage those program- 
States, Comrast now must gain retransmission mers have against cable. And Comcast is now the 
consent for some 62 separate television stations most exposed of all, even before taking into ac- 
owned by four of the top five program companies. count what News Corp. might do with retransmis- 
Of the top 26 markets, only Houston, Phoenix and sion permission for its Fox stations should it enter 
Portland, Oregon, currently don‘t have an overlap the satellite business. 
of Comcast with ABC/Disney, CBSIViacom This overlap means that the programmers 
Fox/News C o p  and/or NBC/GE. Exhibit 2 other than AOL probably now have sufficient con- 
shows the programmers’ big market leverage trol over Comcast through retransmission consent 
against Comcast. reguirements for mabr stations to: (a) neutralize 

Top26 Ww b m d  
O&oS Needed subs TSvbs Subs 

DMA’# DMA AOL mney Viamm Fox GE Station= Now CMCSA ATBT (m0) (m0) (m0) 
I New Ywl NY WABC w m  W N Y W I  WNBC 5 s i  670 670 

WWOR 
2 Los Angele3, CA KABC KCBSI KITVI KNBC 6 6 x 5 J 0 W  

3 ChiePga’IL W E  WBBM WPLD WMAQ 4 4 
4 FWhdelphia, PA wn taw/ WTXP WCAU 5 5 x  1,7W 1790 

5 hnPnndsm/osWand/ K W  KPLXI K ” 1  4 x 1830 1830 

6 Bostacuu WBZl WPXT 3 3 x 1 8 0  1.6%) 

7 D a u ~ / P O r t W o r ~ T x  

8 W ? . f h h @ & D c  

9 A-G.4 WUPA W A G  2 2 x  680 680 
10 Ikmit,Ml WWII WlBK 3 3 x  830 830 

11 HaulkmTX KrRK m/ 3 

12 Seame/T-a,WA Ksrw 1 1 x % o w  
s=-=t.%pt W T O G W T V T  2 2 x  210 no 

14 M i I S t P s u l ,  wcco W l  3 R x ?44l .Ma 
MN m 

15 a - w o ~  W W  1 1 x 9 0 9 0  
16 P k & & A Z  KVTPI 2 

17 MurmiIRLauderdale. W O R l  w N I 3  3 x 780 rn 
18 Darver.co KCNC KDVR 2 2 x 6 2 0 6 2 0  
19 sscumarrOl%xktd KMAX I 1 x 5 5 0 5 5 0  

20 ortmdo/Daybmn W W W /  2 2 x  54 54 

21 PirmburghPA WKAI 2 2 x 620 620 

22 StLNia,MO mi 1 1 x 5 5  
23 PortlrndOR 0 0 x m m  
24 Bsltimore,hm WJZ WUTB 2 2 x 5 5 9  599 
25 Idimapb.lN WNDY 1 1 x 197 157 
26 SanDieK0,CA WRC 1 1 x 2 9 2 9  

Taw-24 MICaA llml 0 6 26 26 9 67 62 7 17 56% 1 0 ~  16,724 

1 lhigmted Mehopolitan Area. 

Source: Capmte repabl and Ni&m M&. 

KCAL KCOP 
x 1.750 1,750 

W F X  

Sanlcsr.CA KBHK 

W K m  

KTXH 

13 Tampa/St.Petedxrg/ 

WAZ 

PL W E  

Modsst0.u 

BeKhlMelboume, PI. W O a  

WNPA 
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C0-s scak threat to revese p~og~am cost i ~ =  
creases, and @) parry cable attempts to place limits 
on data transmissions. 

Part II: Convergence (Finally) Is Real 
Revelation at the Kitchen Counter: Christmas day 
at my brother and sister-in-lads p h c ~  in L~IM 
New Jersey seemed like many othels - toys and 
electromcs for the teenage sons, the latest digital 
camera for theh dad, Howad; but it was thew 
mother Linda’s present that was stunning in its 
simplialy, and, perhaps, for what it said about con- 
vergence and the coming threat to what is becoming 
to be seen as an all-powerful cable industry. 

There on the kitchen counter, between the 
Kitchen Aid mixer and the Christmas cookies, was 
a new screen. It was a flat sueen made by View- 
Sonic. The computer sat over the edge of the 
counter in a corner on the floor. Computers in 
kitchens arerft ail that unique these days, but this 
screen had a couple of buttons on the front. Push 
one and get the Web. Push another and there was 
cable television. Bight there on the display unit. No 
separate TV. No All-in-Wonder cards jammed into 
the computer. Just a cable wire and a computer 
wire into the back of the flat screen. 

Just buttons. just hke AM-FM. TV-Internet. 
One device regardless of band. Simple. Threaten- 
ing because it reminds that the consumer doesn’t 
care how programming gets into the home ...j ust 
that it is available. 

~ 

Today whenyoubuy cable televisionsenice, it 
16 a bundle - transport and content. The reason 
the top cable companies are able to get away with 
charging such high margins is that they are selling 
that transportlcontent bundle. We consumers are 
unable to separate the bundle. We analysts have a 
difficult time even figuring out what the parts 
ac4uaUy cost. 

Data service IS different. With their move into 
high-speed data, cable companies have, for the first 
time, unbrtndled their service. We (y1RsumBTs buy 
the data transport service for $40 or $50 a month, 
but, unlike video, we don’t buy online content 
from the cable company. And this may be the be- 
ginning of the demise of cable’s margins, not for 
what they make on data, but for what they may 
lose in conventional bundled services. Now, this 
isn’t going to happen right away, but it should be 
considered in strategic discussions. 

The coming threat is most easily illustrated by 
the difference between cable video-on-demand and 
the new Movielink-Web-delivered movie down- 
loads on demand. The economics of a video-ow 
demand movie purchased from and delivered by 
the cable company are distinctly different for the 
cable company from a movie purchased via the 
studio’s Web pxoxy, Movielink To keep it simple, 
assume that both momes cost $4, assume that the 
revenue is split equally between the studio and the 
distributor. For the cable VOD purchase, half of the 
consumefs $4 goes to the studio and half goes to 
the cable company. POI the Movielink purchase, 
half the consumer‘s $4 goes to the studio, and the 
remainder goes to Movielink. The cable company 
gets nothing above and beyond what it is already 
receiving for the data connection. It is providing 
transport just like the phone coo4pany. 

Cable operators have been thinking that they 
will be able to make out very well in this environ- 
ment if they just begin to ratchet up prim for those 
who transfer large files. But, as we just saw, they 
were missing the intellectual property upside that 
they get h m  bundling hnspor! and content. Two 
analoges: you and your assodates work all Right 
putting together a deal that creates $10 million in 
value. The lights burn late, but the electric com- 
pany only gets in additional $0.13 cents for the ex- 
tra kilowatt-hours. It doesn’t get any of the value 
created under its hghts. The same applies to a long 
distance phone company when you make a call on 
whch value IS created. The thought that a linear 
ratchetlng of transport price can offset the intel- 
lect~& pmperiy upside denies cable’s basic bun- 
dtfngpremise. 

~ ~ m m  RESEARCH FEBRUARY 7,ZOm 



It is easy ts deny any ~ E O ~ R I  with the cabk 
approach today. After all, Movielink is in its in- 
fancy and based on downloads of less than DVD 
quality for viewing on a computer screen. You 
can't watch it on your TV. And there is no other 
streaming product, much less pay-per-view 
streaning product, tha+ we me about If yw're a 
consumer, just wait. If you're a longer-tenn cabIe 
investor, watch out. As the consumer electronics 
industry accepts the better MPEG-4 compression 
&anti& and couples it with &home d ~ r v  end 
these new hybrid computer-television flat panel 
&plays, the combination codd begin to threaten 
cable's wired monopoly. 

Real Networks now claims some 800,000 cus 
tomers paying for streaming video content via the 
Web - content wbich often rides the high-speed 
cable pipe without allowing cable to take any in- 
tellectual property upside. In the next few months, 
Major League Baseball game8 will begin to be sold 
by Red, mrd ride the pipe. W e  wm'kget am 
extra cent. 

But the threat to cable goes much further than 
just the fledglings of Real and Movielink. It would 
have been easy to miss the small print on one of the 
ESPN slides at Dmey's presentation to the UBS 
conference in December. Under the future business 
heading were listed "streaming video" and "pay- 
per-view." There was no indication that these 
would be provided in cooperation with the cable 
operator, and streaming could help give Disney its 
long-sought-after alternate distribution system. If 
Disney develops an alternative distribution system 
to the home, it wouldn't attack cable outright, but 
rather begin to offer bits and pieces of content that 
would steadily maease in length and quality over 
time. 

Likewise, the troubled AOL is trying to reposi- 
tion its "bring your own access" approach to deliv- 
ering high-speed content, BYOA opns the door for 

more than enough time to cut deals with AOL to 
control long-term streaming. Whatever the reasons 
- most likely "stereo hubris" from both sides - 
not only are there no streaming controls on AOL in 
the current deals with Time Warner Cable and 
Corncast, but even the old IO-mlnute linritaton on 
streaming from the oliginaI @Home and Roadrun- 
ner contracts, seems to have gone away. While 
AOL made a big deal at its December analysts' 
meeting of planning to provide only small chunks 
of video by high speed, one mid-level AOL execu- 
tive later told me that it wasn't whether they could 
stream much more than small chunks of video, but 
whether they had the guts to do so. 

g* ertmllxt the &€e OpePakm; who- have hart 

cable companies may think they can eonkel 
Movielink and Real and Disney and AOL by re- 
fusing to pass their data bits without being given a 
cut. This would be the old cabfe way. But to do so 
would mtiate a radical change in the now well- 
established "open-ness" of the Internet - the abil- 
ity of any consumer to get tu my place m the 
worId. Such a change by the m e s t  cabIe compa- 
nies llkely would once again raise the profile of 
cable as gatekeeping monopolists. Such an attempt 
wedd pajr hell in Wadngton and, depending MI 
the content adable ,  push users toward DSL or, in 
the future, wireless. 

Cable had Its chance to develop original high- 
speed content at the outset, but failed. The original 
concept for @Home lent itself to providing pte- 
krred positions to certain content providers who 
would make content available on an exclusive or 
priority basis to @Home subsaibers. That potential 
died when @Home decided ta merge with Excite, 
was pM hte A'F&T, ant&-& became 
embroiled in the internecine warfare of that now 
dismembered company. 

Part UI: Hardware and Route6 Benefit Content 
High-Density Storage Alternative Making this all 
the more comphcated is the rise of in-home storage 
and networking. These new technologies open ca- 
ble to competition hom stared mntent as well as 
that streaming in real time. A t  this yea's collsumer 
electrorucs show, high-density storage was a major 
attradon. TiVo and Replay continued with their 
TV sto~age devices, but they were joined by the 
Sonys, Panasonia and Phillips' and others which 
were converting television storage inio in-home 
servers for just about any type of material, indud- 
ing video. These devices, some of which can plug 
diredly into the Internet, potentially provide the 
ability to put material on the television screen from 

streamed or downloaded. 
Competitive Principles: Capaaty to deliver 

videocontent to the consumer is determined bya 
combination of (a) the ability to compress the con- 
tent into smaller total packages using continuing 
advances in digit& compression, @) the capaty in 
the circuit to transport that data, (c) the ability to 
separate a piece of content into more-easily trans- 
portable components, and (d) the capability to 
store and reassembie the content befm or at the 
home display device. Different types of content 
require different thresholds of capadty to reach the 

itny source, lnhling material that has been 

COlDUmeI. 



The bigbest threshold of cap+ is required h additin to offering higbspeed Intgmet tram- 
by something that is happening live, in real time. port, a cable company might also elect to offer an- 
Of course, a live concert, sporting, or news event other high-speed data option that includes content 
only happens live once. After that it is pre- not available elsewhere. Of course, this would re- 
recorded someplace - centrally, at the edge, or in quire the cable industry, once agam, to hrnd the 
the home. At h u m ,  a live transmission de- development of exclusive content, as it did during 
mands all of the bandwdth required by the cur- the 1980s. Back then, this effort was hugely suc- 
rently best compression system, and direct access cessful because there weren't any alternatives - no 
to the consumer without intervening storage. Discovery-, no TNT, etc. It was also an effort that 

Once content is preproduced or delayed, there was successful before the alternative distribution 
become many more opportunities for delivery be- system of satellite. 
yond a continuous stream. In theory, the content To date, cable development of a premium al- 
can also be transmitted (a) in short bursts for reas- ternative to data has not been successful in the 
sembly, @) not in real time (slowly), (c) by multiple marketplace, to great extent because of the @Home 
routes and reassembled, or (d) splatted at super fiasco discussed earlier. But there may be another 
high speed. The only end requirement is that the reason Cable operators have taken to high-speed 
data all wind up on a storage device in the home modem service and its 50%+ margins like drugs. 
and in a form that can be reassembled by that de- Of course they love it. The content is free, and the 
vice to make a coherent program. How it gets there profit ramp is steep. The problem is that in selling 
and haw long it takes to get there is not material, a commodity they may be setting themselves up 
so long as it is available when the consumer wants for a fall by selling nonexclusive omtent that is not 
it. At this point the uggrfpi%~ of data potentidy only free to them- but also free to any competitor 
becomes more important than one single path, that may emerge. It should be remembered that 
thereby suggesting the potential for a new genera- the key to satellife's emergence in the United States 
tion of would-be gatekeepers who try to control the was Congressional action that required cable com- 
servers in the home. panies to sell to the satellite companies content that 

Routes into the Home When considering the had previmly been exclusive to cable. 
potential routes into the home, we began by Cable vs. Programmer Leverage in Contracts: 
thinking how few there were 25 to 30 years ago. If the cable operators don't want to invest in high- 
Back then, there was broadcast tadioand tekvisioa speed content, and if they don't want to have their 
and the telephone. And you couldn't cany mntent commoditydata pipe compete with the intellectual 
in because hardware was too expensive. Video was properly upside of their classic able-video bundle, 
recorded on huge reels of two-inch wide tape that then their only other alternative is to attempt to 
played on sofa-sized machines costing hundreds of prohibit competition through contracts with pro- 
thousands of dollars. Today the number of routes grammers. On the surface, it would seem to be 
into the home have exploded and may continue to easy to require cable programmers to refrain from 
expand with wireless data. And in-home storage ls providing any digital services over the Web that 
coming of age not only with the highdensity stor- might compete with the cable operator's bundled 
age of TV devices and the new consumefi electron- businesses. The simple deaE wouM be, "ifyorn want 
ics servers, but also with PCs and video game con- y o u  network OR ow cable, you must agm not to 
d e s .  compete on the Web." Or, at le&, cut the cable 

It is slat difficult to imagine m e  of these stor- operator in on any bmdband content action. 
age devices offering the optionof receiving content Certainly that is possible with the likes of 
by any d i n a t i o n  of (a) cable modem, @) cable, Movielink, Real or independent networks with lit- 
(c) satellite, (d) DSL, (e) over-the-& digital televi- tle negotiating leverage. 
sion, and (f) by wireless (WiFi) running at 2.4 GHz, However, what wouId seem to be easy for a 
another frequency, or using bits and pieces of the pow& cable company, may not be in the h m u k  
entire specllua when it has to deal with the big content companies. 

As noted earlier, the growing leverage of the pm- 
grammers through both national distribution and 
local stations will pwvide significant hepage to Part Iy: Cable% Altrrmativw 

Investing in High-speed Content: To avoid maintain price and develop new services. 
"dumb pipe" status, the cable industry can try to 
return to what made it great in the video realm - 
the combination of transport and exclusive content. 
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Inu6stmeatGo:anclusion I f  the scenario plays out as we expect, cable 
While it is currently popular to view cable as hav- operators will neither invest in lughapeed content 
ing "won" in the leverage battle against content (if in the near term, nor succeed in blocking pro- 
not against satellite), such a view is both momen- grammers who want their content to ride the high- 
tary and premature. The growmg power of the speed pathways. Having faded to differentiate 
content providers in viewership aaoss their multi- themselves, cable operators will likely return to the 
ple network and local platforms threatens cable's idea of developing their own content. While the 
short-term ab&ties to gain program pricing lever- cable operators may think this approach will be 
age, and its longer-term abdity to protect its "in- successful, as it was for video in the 198Os, they run 
tellectual properly" upside withm its content bun- a high risk because, by then, the programmers will 
dle. When coupled with the possibility of price- be far down the mad in establishing their own 
warfare from a reconstituted satellite industry services to the detriment of cable. Simply put, cable 
seeking market share, cable's response will likely will be too late if it waits. 
be to improve the offering in its "bundle," proba- Programmers will continue to consolidate their 
bly by offering very low-cost telephone service cable networks, exploit the Internet and other dis- 
using the scale economics of Internet Protocol te- tribution methods, and, barring heavy investment 
lephony. from the distribution players, move rapidly to 

Should this occur, then we would view the strengthen what is already beginning to appear as 
revenues of video from cable and satellite, data a return to content oligopoly. Right now, the bal- 
from cable and RBOC, and phone from cable and ance may appear to have tipped to cable, but over 
RBOC as all slwhing around the same bathtub. If the longer term, the preammers hold the power. 
satellife removes revenues from cable, then cable 
w d  try to remove revenues from the RBOCS In the 
end, the economic re&ties of overcapacity will Tom Wolzieq 
prevail to the d e m e n t  of both cable and the 
RBOCS, with principal dlstribution benefit a c w -  Mark Mackenzie +1(212) 756-4544 
ing to the low-cost provider for any senice. 

+I (212) 756-4636 
Senior Media Analyst wolzientr@bemstein.com 

mackenzieme@bemstehcom 

mailto:wolzientr@bemstein.com
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DISCLOSURES 
bmstein anaiyats are mmpensa$d b a d  on aggregate contributions to the resesrch franchise es measured by accwnt 
p e m h m .  pwkctwb ' ' andpmacWya(hweaInmntuaa(mentldeas. F ( o ~ a n a ~ ~ a r e m m p e n s a ( s d ~ d o n ~ a n e a i n . ~ m n -  
tributions to, generating investment banking revenues. 

Bemleh ratesstocks based on brecastsdMve pe~+~nnaneafororthe nefib-12months vefsus the s8p 500 (orU.5. Ib4ed 
stocks and versus the MSCi Pan Eumpe index for stocks iisied on the European exchanges - unless othenvise spedfied. 
We have three categories of ratings: 

Outperform: Stock will outpm the market index by more than 15 pp in the year ahead 

Market-Pelform: Siock will pedorm in lime with the market index to within +/-I 5 pp in the year ahead. 

Underpelform: Stock will trail the pemnnanca of the market index by more than 15 pp in the year ahead. 

Bernstein currently makes or plans to mnke a markel in every NASDAQ security contained within our coverage universe. 

Tom Woizmn, Bemstein's Senior Media Analyst, holds an interest in a public companyACTV. inc., and is a director of a sub- 
sidiary to expioil his ptents linking mass medii with on-line services. A C W  maybe invobd-in bwaimns dedings or bga1.a- 
t!ans with canpanies covered by Wolzien. Cunentiy ACTV has busiaass anangemente with V i m ,  Comcast (which Mr. Wok 
lien also maintains a poskion in) and Is Involved in @ai adion against Disney. ACTV is in the p m s  of being acqulred by 

Acwunts over which Sanford C. Bemsteln & Co., LLC, Sanfod C. Bematein Umiied, andlor their affiliates exerdw invastrmnt 
discrelion own more than 1% of the wistanding.mmmon stock of VIA, T. 

one or more of the olllcers, directors. members or employees of Sanford C. Eemstein EL Co., LLC. Sanford C.  BemSteln Llm- 
it& andlor its affilistes may ai any Ume Md, inorease w de- psilions in aecuriiiea of any wmpany m e w  herein. 

Senford C. Barnstein 6 Co., LLC. Sanford C. Bemstain Limited, or Hs or their affiliates may pmvkie invesbnent management or 
&her m ~ i o ~ s  fm such w employees of SA cnmpanies or their pension of pmat s h w k l  plans, and may @e ad- 
vim to oUmrs as to lnveshnents in such companies. These entities may &d transacibns Mat are similar to or different from 
those menlioned heraln. 

- 
- 

* 
* 

Liberty Madm - 
- 
- 



Bernsteln Distribution &Ratings 

Market-Patfor 
rm 

Et&?teln. R t  of 



inma 

m 
More voices in the important TV sector of Prime Time broadcast & cable. 

The strength of our Public dialoaue rests on the ability of diverse and antagonistic ideas to 
compete for the public's attention. 

The American ideal of such open debate rests not in the prerogative of a benign monopolist, but 
in the certaintv of comoetition in the supply of content to the marketplace of ideas. 

A multidlicitv of sources of television programs must exist, but does not. 

imzm 
Just On= Only one new series ordered for Fall 2002 by the six networks was produced by a 
company indeoendent of the conolomerates and it was cancelled after two weeks (Dinotopia by 
Hallmark for ABC). 

15% to 77 O/O; The number of new "in-house" series on networks went from 15% (5 of 33) in 
1992 to 77% (27 of 35) in 2002. 

25 to 5: The number of independent producers for prime time has dropped from 25 in 1985 to 
5 in 2002. (Per Coalition for Program Diversity Data) 

500 is rea Ilv 5: Cable's "500 Cha nnel Universe" really amount to the top 91 cable channels 
(counting the broadcast networks, too) that reach a wide audience and 80% of these are 
owned by iyst six comoanies-Five are the same oneswho produce 97% of prime time series!! 

A Pluralitv of Sources: The legislation establishing authority for the FCC permits attention to 
be paid the number of sources for programs, but the FCC has focused on distribution as a piace 
to regulate. They must shift their attention uostream. 

We recommend a pluralitv of sources reau iremen t. 

50% of Droarams on a netwo rk must come from someone else. 

30% Cab le Svste m Limit: Cable System Owners Must be kept to the 30% of US N Homes 
Limit 

The Dual Network Rule must continue to keep the Big 4 Network under separate ownership. 



Network Primetime “Reality” Shows 

American Idol 
Bachelorettes in Alaska 
Bootcarno 
Celebritv Bootcamp 

e -  

* Exhausted . 
Joe Millionaire 
LoveCruise 
Married Bv America 
Meet The Marks 
Meet the Marks 

TemDtation Island 1 
TemDtation Island 2 
Test The Nation 
Thechamber 
Thirtv Seconds to Fame 

Green Acres [title mav chanae] 

Murder in Small Town X 

American Fiahter Pilot 
Big Brother 
Bia Brother 2 

0 Bia Brother 3 
Big Brother 4 
Cupid 
Starsearch 
Survivor2 
Survivor3 
Survivor4 
Survivor5 
The Amazina Race 1 
The Amazina Race 2 
The Amazina Race 3 
The Amazing Race 4 
The Real Beverly Hillbillies 

All American Girl 
Are You Hot? 
Celebritv Mole 
Extreme Makeover 
Jail Break 
Love For Sale 
Makino the Band 
The Bachelor 1 
The Bachelor 2 
The Bachelorette 
TheChair 
TheFamily 
TheMole2 
TheRunner 
T h e w f i e h a p  
TheWill 
Winner Take All 

No Boundaries 

Hiah School Reunion 
The Surreal Life 
Northshore 

PODStalS2 

Adrenaline X 
Crime and Punishment 
Destination &ace 
DoaEatDoq 
FearFactor 
Last Comic Standing 
k t  
LoveShack 
Meet Mv Folks 
NextActionStaC 
Race To The Altar 

Chains of Love 
Under One Roof 
Supermodel 



"Reality:" How low can they go? 
Evolution of "Realitv" TV 

' "Survivor" 1 
I Fox 

~ "Temptation Island" 
i 
i t ......................... I -- .................... 
i "The Mole" ABC 

"American Idol" 

...... 

............................. 


